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January 7, 18%0

¥r. Goos L. Harrisen,
Foderal Reserve Bank of Hew York,
_Hew York City.

| My dear Mr, Barricons

At the tive that we discontinusd participation in the open
market purchases of Covernments we wero someowhat influenmcoed iy our
then reserve position, though that was by no msans tho prineipal cone

- sideration: Imasmuch as, as we anticipated, we have had comsiderable
Lquidation resulting in a resorve position which perhaps ip at the
top of the llst, that consideration no lomger oblbains.

. Ve are(not] howover; in entire gymmathy with tho courge of
narked » Coneldering the ergument in your Lettor of
ov E?th, suppleasnted by what you sald on the samo subjoot ab
the last conference -~ which was, briefly, that inasmuch es your ine
vestigation showed the chart line rspreaent&ng Syston rediecounts and
tho line chowing current rates (in How }o@k) coincidding, it was
éeairahla, in ardsr to k@ﬁp tho cost eredi:b at a reasonable lovel,

: . 1 Reserve credit outstanding )
P xi by rodi aaunm m:ﬁ tm athar w bty opon market ,
purchoges — 4t appears to us thab the figuren oW 1AOICALe thab,

inaszauch a8 rediscounts approximate forty per cent. and open marked
gwn’cizasea approximate sixly per cent., it might be hold that about

£150,000,0600 too nmuch open mavket credit was outstandings in othor
words, that, in accordance with this view, we chould have $750,000,000
discounts end §750,000,000 in bills and socurities, instead of, as we
hema, $500,000,000 discounts and §£800,000,000 invested,

It ia, porheps, futile to try t'.a apply the word avtificiel
to crodit conditions, but 4t sppears to us that the policy pursued has
rosulted in an artificinl condition, end as wo arc not in sympathy
with the view that artificial conditions should be created for the
purpese of promoting a bond market, wo are etill reluctant to go along.
Of course, wo realize that in the intorim there has been considerable
export or carmarking of gold, and we beliove it iz desirable to '
tentatively or partially offsed such operations bty incroasing Federal \/
Resem credit. We camo? sco that That policy oan Do con
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fonmeﬂ withaut unfavorable results. Wo are wnable to gos that the 1927
‘experiment, now quite genorally, we believe, sdmitied to have been
leaatrong, contrituted very materially to tho wolfare of this country ty
pmv:idina or. Wﬁiﬁg a mrket for our exports, .

ST Wﬂ%awbaproﬁmm,butwehavaaaprﬁ.deafupmm,

mqu&temmgmmcmm,mmmmmwmwmw
mﬁmabmcmﬁmeﬁthaﬁmmmng. #e do, bhowover,

tolievo that the purpose of the Federal Reserve System is to provide and

essurs ddequate finance for frade (inclusive term) at a cost conducive to

stability and such cxpansien s ngy b, and that our policles should be

Torzmlotod to that end withoud being %00 much influenced, favorably or %S

mfavorably, Ly the gyrations of the stock market or the desirs to create
or promote & bond mrzﬂat;

 Yours very trulyy
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